This research studies tax compliance behavior of SMEs business owners by observing perceptions of corporate governance principles that are appropriate for SMEs. The owner's perception of the importance of implementing the principles of corporate governance SMEs in the business is believed to provide a strong foundation for the business continuity of the SMEs. The study was conducted by conducting a survey of SMEs business owners in Malang City as a city that serves as a barometer of creative economic development. The survey was conducted by distributing questionnaires that use a Likert scale to measure perceptions of business actors. The results showed that SMEs owners' perceptions of the importance of implementing corporate governance principles including information and communication, external audit, internal control and stakeholders influence the perception of business actors on tax compliance.
A. INTRODUCTION
The small and medium enterprises (SMEs) sector of Indonesia contributes 60% of Indonesian Economic reflected in Gross Domestic Product (GDP) and absorbs 97.02% of the workforce in 2017 (Depkop, 2017) . This indicates that with the development of SMEs, the country's economy will also grow. Therefore, SME is an important sector for the government to build a strong economy.
Good governance implemented by companies can improve the performance of these entities, including SMEs. The application of good governance will assist SMEs in carrying out robust business processes, and encourage future development and expansion plans as a form of business sustainability. Rajif (2012) states that the biggest problems of SMEs in Indonesia are market uncertainty, the sustainability of SMEs and unclear bookkeeping. The implementation of corporate governance for SMEs will provide a foundation for businesses to operate more transparently and accountably. Governance for SMEs is related to the decision making process, procedures and attitudes of business actors in the process of achieving company goals.
Several countries have developed good governance principles for SMEs, one of which is Dubai SMEs (2012). Dubai SMEs (2012) establishes 9 pillars of good governance for SMEs. The Dubai Government believes that the principles underlying the corporate governance codes reflect best practices and can be applied to SMEs based on their level of growth.
The application of the principles of Corporate Governance in SMEs is an interpretation of the understanding of business actors towards good business management. Compliance is a new era of corporate governance. Good business management will be followed by compliance in carrying out tax obligations as a form of good business management that is manifested in compliance with the government, among others, on tax regulations. This is because compliance is a new concept of corporate governance.
The compliance play an important roles by which assign the ability of the firm to adopt a legal behavior, regulations and also social norms. Compliance behavior does not fit with the corporate governance in tradisional approach because it does not come from the board of directors or federal securities law (Griffith, 2016) . Related to the financial activities of the firm, compliance to the government regulations reflected in tax compliance. Therefore, this study aims to explore whether SMEs owner perception of corporate governance principles has an impact on SMEs tax compliance behavior.
B. LITERATURE REVIEW 1. Agency Theory and Corporate Governance in SMEs
Agency theory was introduced by Jensen and Meckling (1976) . This theory is based on the relationship between principal and agent. This relationship is often referred to as an agency relationship. An agency relationship arises when a person or more (the principal) employs another person (agent) to do a job in accordance with the principal's interests. This has the potential to create conflicts of interest called agency conflicts. The conflict arises because in addition to achieving these goals, management has a tendency to take actions that are not consistent with the aim of increasing shareholder prosperity. Management often has different interests from these objectives. This triggers a conflict of interest between shareholders and management. Corporate governance is believed to minimize agency conflict through developing good corporate governance principles. However, research on the role of corporate governance in many companies is carried out in large companies. Clarke (2006) revealed that corporate governance mechanism is not only related with large companies but also SMEs. Dubai (2011) developed 9 key pillars of SMEs corporate governance. This study adopt 9 pillars: formal governance framework, management succession, information and communication, board of commisisioners/advisors, board/advisors' performance, external audit, internal control, stakeholders, and family governance to measure the SMEs owner perception of corporate governance.
Hard to Tax Sector
The concept of tax compliance includes the existence of hard to tax (HTT) sectors identified as small-and-medium-sized firms, professionals and farmers as revealed by Musgrave (1981) on Alm. Et. (2004) . Although HTT reflects the efficacy of the tax system, Bahl (2004) stated that there is no precise definition about it. Further, Bahl (2004) describes HTT sector as "those parts of the population and those that are not easily reached by the assessment and collection system".
Hypothesis Development
Based on agency theory, agency conflict can be minimized through the implementation of corporate governance principles in the company. Good corporate management based on corporate governance principles in a modern approach is reflected in corporate compliance, including compliance with government regulations, one of which is taxation regulations.
Disruptive technology and innovations (DTI) brings a revoluted comprehensive paradigm into corporate governance. Brennan, et.al (2019) revealed that governance ecosystem involve internal accountability mechanisms, accounting mechanisms and external accountability mechanism. The key attributes of corporate governance future challenges related to the DTI are related with the capacity: agile and collaborative governance; and structural: decentralised and distributed governance. Internal and external corporate governance have the ability to explain tax avoidance in form of tax management, tax planning, tax aggressiveness, tax sheltering or tax evasion (Kovermann and Velte, 2019) .
Corporate governance not only essentials to be implemented by large companies but also SMEs (Clarke, 2006) . The 9 principles of corporate governance in accordance with the characteristics of SMEs has been developed by Dubai SMEs (2011). Therefore, the hypothesis of this research are SMEs' owner perception of corporate governance determines company's tax compliance.
C. RESEARCH METHOD
This study aims to find out the impact of corporate governance on tax compliance in SMEs. This research is classified as an explanatory research to find out the relationship between the independent variables, namely the Perception of Corporate Governance to Tax Compliance as the dependent variable. The data used in this study are primary data that is data obtained directly through a survey of research objects, namely SMEs business actors. Population of this study is the business owner who selected by non-probability sampling with a purposive approach based on the criteria of students who own a business and 57 respondents are collected. Primary data used in the form of a questionnaire. The research instrument was developed based on the 9 pillars of SMEs corporate governance (Dubai SMEs, 2011) . Research questionnaire was developed using a Likert scale which provides 5 alternative answers. Data were analyzed using multiple linear regression methods.
D. Analysis and Discussion 1. Characteristics of Respondents a. Educational Background
Based on the diagram above it can be seen that respondents who have the last education level of SMA / SMK are as many as 12 people or around 21.05%, respondents who have the last education level are 35 people or around 61.4%, respondents who have the last education level postgraduate program is 5 people or around 8.77% while respondents who did not give their last education level are 5 people or around 8.77%. Based on the diagram above it can be seen that respondents who have an age between 20-35 years are 54 people or around 94.74%, respondents aged between 36-50 are as many as 2 people or around 3.51% while respondents who have age above 50 years is as much as 1 person or around 1.75%.
c. Business Age
Based on the diagram above it can be seen that respondents who have been in business <1 year are 8 people or around 14.03%, respondents who have been in business for 1 to 5 years are as many as 38 people or around 66.67% while respondents who have running a business> 5 years is as many as 11 people or around 19.3%.
d. Business Product
Based on the diagram above it can be seen that respondents who have an architectural type of business are as many as 1 person or around 1.75%, respondents who have a type of product design business are as many as 3 people or around 5.26% while respondents who have a type of fashion business are as many as 6 people or about 10.53%, respondents who have the type of film, animation, video business are as many as 2 people or around 3.51%, respondents who have a type of photography business are as many as 1 person or about 1.75%, respondents who have the type culinary businesses are as many as 30 people or around 52.63% while respondents who have non-category business types based on 16 creative economic businesses according to Bekraf are as many as 14 people or around 24.56%. The analysis shows that at a significance level of 1%, the perception of business operators on information for shareholders has a significant influence on tax compliance of 2.353. This shows that business operators' perceptions of information conveyed to shareholders determine tax obligations that are fulfilled by SMEs. SMEs perceptions of credible books of account that provided by audited financial report affect tax compliance. This shows that tax compliance implemented by SMEs is also determined by the perception of business actors on the importance of credible books of account. SMEs' perceptions of the internal control framework and recognizing the needs of stakeholders influence tax compliance. This shows that the perception of business actors on the internal control framework affects tax compliance implemented by business actors. In addition, the perception of business actors about the importance of recognizing the needs of stakeholders determines the level of tax compliance of a business.
E. CONCLUSION AND SUGGESTION Conclusion
The majority of respondents in this study are productive age in the culinary business. Perceptions of business actors that determine tax compliance include registration, payment and reporting are perceptions of business actors on the importance of information to equity owners, credible books of accounts, internal control framework and ability to recognize the needs of stakeholders.
Suggetion
For further research, it can be considered to conduct study using other corporate governance principles in accordance with SMEs to see the role of corporate governance for the success of SMEs.
